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USEC 

GENEVA ALSO FOR USDEL MTN 

E.0. 11652: N/A 

TAGS: EEWT, EEC, EIND, ETRD, HU 

SUBJECT: EC STEEL AGREEMENTS WITH EASTERN EUROPE 
REF: A) BUDAPEST 2162, B) STATE 130051 

1 . REFTEL A PROVIDED PUBLISHED DETAILS OF HUNGARIAN-EC 
STEEL AGREEMENT. EMBASSY HAS NOW OBTAINED FROM EC-COUNTRY 
DIPLOMAT COPY OF EXCHANGE OF LETTERS CONSTITUTING AGREEMENT 
(WITHOUT, UNFORTUNATELY, FOUR ANNEXES WHICH CONTAIN MUCH 
OF TECHNICAL DETAIL OF AGREEMENT), AND HAS DISUCSSED AGREE- 
MENT WITH MINISTRY OF FOREIGN TRADE DEPUTY DIRECTOR OF 
DEPARTMENT FOR DEVEOLOPED NON-SOCIALIST COUNTRIES MELEGER. 
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COPIES OF AGREEMENT BEING POUCHED TO ALL ADDRESSEE POSTS. 

2. AGREEMENT SPECIFIES THAT "THE DELIVERED PRICES CHARGED 
BY HUNGARIAN IRON AND STEEL FIRMS FOR EXPORTS OF THEIR 
IRON AND STEEL ECSC PRODUCTS TO THE COMMUNITY SHALL NOT 
BE MORE THAN 6 PER CENT IN RESPECT OF ORDINARY STEELS 
(TARIFF HEADINGS 73.01, 73.01, 73.06, 73.07, 73.08, 73.09, 
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73.10, 73.11, 73.12, 73.13, 73.16) AND 4 PER CENT IN 
RESPECT OF HIGH GRADE AND SPECIAL STEELS (TARIFF HEADINGS 
73.15 ALLOY STEEL AND HIGH CARBON STEEL IN THE FORMS 
MENTIONED IN HEADINGS 73.06 TO 73.14) BELOW THE DELIVERED 
PRICES RESULTING FROM THE PRICE LISTS OF COMMUNITY 
PRODUCERS.' 1 METHOD OF CALCULATING DELIVERED PRICE IS 
SPECIFIED IN ONE OF ANNEXES TO AGREEMENT; MELEGER EXPLAINED 
THAT DELIVERED PRICE IS LIST PRICE OF ANY COMMUNITY 
PRODUCER PLUS IMPUTED SHIPPING COSTS FROM THAT PRODUCER 
TO CUSTOMER. 

3. QUOTAS SPECIFIED IN AN ANNEX RATHER THAN IN 
AGREEMENT, BUT MELEGER CONFIRMED THAT GLOBAL QUOTA IN THE 
TARIFF CATEGORIES SPECIFIED ABOVE IS 342,000 TONS. HE 

STATED THAT THIS QUOTA IS BROKEN DOWN INTO COUNTRY QUOTAS, 
AND THAT THERE ARE ALSO CEILINGS OF SOME SPECIFIC PRODUCTS. 
QUOTAS ARE BASED ON, AND APPROXIMATELY EQUAL TO, 1976 
SHIPMENTS; 1976 WAS USED AS A BASE YEAR BECAUSE 1977 
STATISTICS WERE NOT AVILABLE AT THE TIME OF NEGOTIATING. 
ACTUAL 1977 SHIPMENTS, MELEGER THOUGHT, WERE PROBABLY 
SOMEWHAT HIGHER THAN 342,000 TONS. MELEGER COMMENTED 
THAT LEVEL OF 1976 SHIPMENTS WAS DETERMINED BY QUOTAS 
OF INDIVIDUAL EC MEMBER COUNTIRES, INDICATING THAT EC 
DOES NOT HAVE A TRULY COMMON STEEL POLICY. 

4. AGREEMENT COVERS ONLY 1978. MELEGER SAID THAT HE 
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EXPECTS EC WILL INSIST ON SIMILAR AGREEMENTS IN 1979 
AND FOR AT LEAST A FEW YEARS THEREAFTER. HE HOPED THAT 
QUOTAS WOULD BE HIGHER IN FUTURE YEARS, BUT HUNGARY HAS 
RECEIVED NO ASSURANCES TO THIS EFFECT. 

5. ALTHOUGH GOH OBJECTS IN PRINCIPLE TO PROTECTIONIST 
MEASURES SUCH AS EC STEEL POLICY, MELEGER INDICATED THAT 
THERE WERE FAVORABLE ASPECTS OF BILATERAL AGREEMENT. THE 
AGREEMENT IS NONDISCRIMINATOR Y IN THE SENSE THAT ALL 
COUNTRIES SELLING SIMILAR PRODUCTS TO THE EC ARE BEING 
FORCED TO SIGN ESSENTIALLY IDENTICAL AGREEMENTS. FURTHER, 
AGREEMENT ESTABLISHES HIGHER QUOTA LIMITS THAN HUNGARY 
HAD PREVIOUSLY ENJOYED. MELEGER EXPLAINED THAT, IN ADDITION 
TO LONG-STANDING STEEL QUOTAS SET BY EACH EC COUNTRY, 
HUNGARY HAD IN RECENT YEARS BEEN ABLE TO OBTAIN ON AN AD 
HOC BASIS ADDITIONAL IMPORT PERMITS, SO THAT SHIPMENTS 
HAVE BEEN SIGNIFICANTLY HIGHER THAN QUOTA LEVELS. RPIOR 

TO THIS AGREEMENT, HUNGARY HAD NO RECOGNIZED RIGHTS TO 
THESE ADDITIONAL PERMITS, AND THEY COULD HAVE BEEN 
ARBITRARILY CUT OFF. AGREEMENT, IN MELEGER'S VIEW, 
EFFECTIVELY RAISES BASE QUOTAS TO LEVEL OF ACTUAL 1976 
SHIPMENTS. 
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